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Roadmap

MEET THE SEC'S SMALL BUSINESS ADVOCACY TEAM

WHO IS RAISING CAPITAL?

WHAT ARE THE OBSTACLES TO ACCESSING CAPITAL?

EMPOWERING  ENTREPRENEURS TO OVERCOME BARRIERS

HOW DO COMPANIES RAISE CAPITAL FROM INVESTORS?
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MEET THE SEC'S SMALL BUSINESS ADVOCACY TEAM
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U.S. Securities and Exchange Commission
Three-part Mission
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Protect investors

Maintain fair, orderly and efficient markets

Facilitate capital formation
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Office of the Advocate for
Small Business Capital Formation

Mission: Champion pragmatic solutions so small 

businesses—from startups to smaller public companies—and 

their investors can build great companies together using our

capital markets.  

Special Focus: Identify and address unique capital raising 

challenges faced by minority-owned, women-owned, rural, 

and natural disaster-affected small businesses and their 

investors.
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Office of the Advocate for
Small Business Capital Formation

How?

o Education and outreach

o Review rules and regulations

o Recommend policy changes to 

Congress and the Commission 
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HOW DO COMPANIES RAISE CAPITAL 

FROM INVESTORS?
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Sources of Capital

Source: 2020 Annual Report p. 29.
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https://www.sec.gov/files/2021-OASB-Annual-Report.pdf


Internal Sources of Capital

Personal wealth dictates the financial starting line for many entrepreneurs -

funding is often more accessible for those who own a home or have family assets.

Source: 2021 Annual Report p.48; Neil Bhutta et al., Board of Governors of the Federal Reserve System, “Disparities in Wealth by Race and Ethnicity in 

the 2019 Survey of Consumer Finances,” (Sept. 28, 2020)
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External Sources of Capital
Equity investments remain only a small portion of external capital funding for 

small businesses.

Source: 2021 Annual Report p. 21.
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External Sources of Capital
Minority entrepreneurs face greater challenges accessing debt financing, 

including loans, lines of credit, and cash advances

Source: 2021 Annual Report p. 21; CBInsights,“The Top 12 Reasons Startups Fail,” (2021). 
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Raising Capital From Investors
What does the SEC have to do with my private company?

Under the federal securities laws, every offer and sale of securities, even if to 

just one person, must either be registered with the SEC or conducted under 

an exemption from registration. 

This is true for companies of all sizes, private and public alike, and includes 

sales made to anyone, including friends, family, angel investors, and venture 

capital funds.
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Raising Capital From Investors
What is a security?

Federal securities laws broadly define the term “security,” capturing many 

different forms of investment interests.

Some types of securities that startups often issue include:

Other early-stage capital raising options may not involve a security, such as federal 

grants, donations, and rewards or pre-purchases of a product.

Stock Membership 

Interest

Convertible 

Instruments

Restricted 

Stock

Stock 

Option

Debt
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WHO IS RAISING CAPITAL?
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Investments Remain Localized
The distance between lead angel investor and the target company averages

only 37 miles

Source: 2021 Annual Report p. 25; Kyle Stanford, “Angels: Foundational Investors to VC,” PitchBook, (Sept. 1, 2020).
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Women Business Owners
Underrepresentation by gender persists. 

Source: 2021 Annual Report p. 41; Angel Capital Association, “Angel Funders Report 2021”.
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Minority Business Owners
Entrepreneurial activity has meaningfully increased across minority groups in 

the past 15 years.

Source: 2021 Annual Report p. 49; Kauffman Foundation, “Who is the Entrepreneur? The Changing Diversity of New 

Entrepreneurs in the United States, 1996–2020” (Apr. 2021).
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WHAT ARE THE OBSTACLES TO 

ACCESSING CAPITAL?
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Capital Needs

Running out of cash and an inability 

to raise new capital is the

number 1 reason startups fail

Source: 2021 Annual Report p. 21; CBInsights, “The Top 12 Reasons Startups Fail,” (2021). 
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Networks

report challenges with
1/2 of newer entrepreneurs

networks and connections
compared to 1 in 3 entrepreneurs 

with mature businesses.

Source: 2021 Annual Report p. 21; Jessica Looze and Sameeksha Desai, "How Does COVID-19 Affect 

Challenges Facing Entrepreneurs? Trends by Business Age," (2021).
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Education

report challenges with

1/2 of new entrepreneurs

information, education, 

2xmore than
the rate for entrepreneurs 
with mature businesses.

knowledge —or

Source: 2021 Annual Report p. 21; Jessica Looze and Sameeksha Desai, "How Does COVID-19 Affect 

Challenges Facing Entrepreneurs? Trends by Business Age," (2021).
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EMPOWERING  ENTREPRENEURS TO 

OVERCOME BARRIERS
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Resources and Tools

www.sec.gov/capitalraising
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Resources and Tools 

www.sec.gov/capitalraising
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https://www.sec.gov/education/capitalraising/navigator
https://www.sec.gov/cutting-through-the-Jargon


Resources and Tools
www.sec.gov/capitalraising
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Resources and Tools

www.sec.gov/capitalraising
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https://www.sec.gov/capitalraising/trends


ENGAGE WITH US

smallbusiness@sec.gov www.sec.gov/oasb @SECGOV 

#SECSmallBiz
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